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“Brain Drain” Foreseen in Government
Workforce, AICPA Survey Finds
Most CPAs who serve as auditors, accoun
tants, managers and service providers for gov
ernment foresee a “brain drain” in government
due to a lack of qualified in-house personnel
to replace long-time government
employees retiring in the next five
years. According to a Mar. AICPA sur
vey of its members in government,
50% of those polled indicated that they
plan to retire within the next 10 years
(25% said they will retire within the next five
years). The anticipated shortage of CPAs in
government represents an opportunity for new
college graduates, young CPAs and those con
templating a career change.
Sixty percent of the government CPAs
polled said the shortage of CPAs in govern
ment will become acute within the next five
years. About a quarter of the respondents said
their government is already experiencing the
effects of the “brain drain.” As one respondent
from a large local government put it, “...our
county is beginning to experience the future,
in which there is a new need for experienced
CPA professionals, but there is no available
next-in-line staff to step forward.” Another
21% believe the problem will occur in the
workplace in 5 to 10 years.
The poll also revealed some reasons for
difficulties in filling job positions with quali

fied personnel. Two-thirds of the respondents
said there is a lack of qualified candidates
applying, a shortage of CPAs with govern
mental experience and that the pay is too low.
A greater number (74%) felt that there
was a lack of advocacy for government
service within the accounting profes
sion. The top reason, according to
80%, pointed to political leaders and
elected officials who lack an under
standing of human resource needs to provide
sound practices in government. Conversely,
possessing adequate technology was not seen
as a problem by a majority of the respondents
(64%).
When asked what skills are most critical
in government positions, about 92% listed eth
ical behavior, integrity, analytical and critical
thinking, and sound judgment capabilities.
Eighty percent thought oral and written com
munications skills were essential. About 71%
felt that knowledge of laws and regulations
was important. Sixty percent thought govern
ment accounting knowledge was critical, but
government auditing knowledge was consid
ered less so (43%).
The survey represents the views of 819
AICPA members in government. We would
like to thank all of those who participated in
the survey.

survey

conferences

2006 AICPA Governmental Accounting and
Auditing Update Conference

With significant changes in auditing standards, new regulations,
plus a wide assortment of revisions from federal agencies, financial
professionals working in the governmental arena face unprecedented challenges just trying to
keep pace.
The Annual Governmental Accounting and Auditing Update Conference will take place in
two outstanding locations this year, on Aug. 21-22 in Washington, D.C., at the JW Marriott, and
Sept. 18-19 in Denver at the Grand Hyatt. Those locations were chosen to offer enormous flexi
bility in selecting a site that best meets your travel needs. However, note that the federal track is
available in D.C. only.
continued on page E2
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continuedfrom page E1—Annual Governmental Accounting and Auditing Update Conference
Each year, the conference brings together influential policy
makers and key government officials to provide guidance on recent
issues, new and impending standards and regulatory compliance.
Don’t miss this chance to stay current and get updates directly from
the standard setters
With lots of opportunities to network and share ideas on topics
that may affect your work in the governmental arena, GAAC has
become the premier conference on government accounting and
auditing developments at the federal, state and local levels.

GASB White Paper Identifies
Differences between
Government and For-Profit
Entities’ Financial Reporting
According to a white paper released by the
Governmental Accounting Standards Board,
individuals and organizations who are inter
ested in the financial performance of state
and local governments have substantially dif
ferent information needs than those who fol
low the financial performance of for-profit
entities. These different and more diverse
needs result from basic environmental differ
ences between governments and businesses.
According to the paper, the primary purpose
of governments is to enhance or maintain the
well-being of citizens by providing services
in accordance with public policy goals. In
contrast, for-profit business enterprises focus
primarily on wealth creation, interacting prin
cipally with those segments of society that
fulfill their mission of generating a financial
return on investment for shareholders.
The white paper cites several other cru
cial differences that generate user demand
for unique information:

CPAs working in federal, state and local government; public
practitioners with government clients; and regulators who need to
be aware of emerging developments will all find this a strategic and
worthwhile event.
New this year, for extra credits, attend one of the “Early Riser
Sessions.” Register early and save $75. For more information or to
register:

www.cpa2biz.com/conferences

• Governments serve a broader group of
stakeholders, including taxpayers, citi
zens, elected representatives, oversight
groups, bondholders and others in
the financial community.
• Most government revenues are
raised through involuntary taxes
rather than a willing exchange of
comparable value between two
parties in a typical business transaction.
• Monitoring actual compliance with bud
geted public policy priorities is central to
government public accountability report
ing.
• Governments exist longer than for-profit
businesses and are not typically subject
to bankruptcy and dissolution.
“These significant differences, coupled
with the sizable role that state and local
governments play in the U.S. economy, are
the primary reasons why separate account
ing and financial reporting standards for
governments are necessary,” said Robert E.
Denham, chairman of the Financial
Accounting Foundation Board of Trustees.
“The information such standards foster pro
tects the interests of citizens and other key

Green and Tracy Reappointed to GASB
Robert E. Denham, chairman of the Financial Accounting
Foundation Board of Trustees, announced that Cynthia B. Green
and Richard C. Tracy have been reappointed to the Governmental
Accounting Standards Board effective July 1.
Cynthia B. Green

Green joined the GASB on July 1, 1997. She was formerly vicepresident for state studies with the Citizens Budget Commission, a
watchdog organization devoted to influencing constructive change
in the governments of New York City and New York State. She is a
member of the Dean’s College of Human Ecology Advisory
Council at Cornell University and previously served on the
Governmental Accounting Standards Advisory Council. Green
holds a Bachelor’s degree from Cornell University, a Master’s

stakeholders by enhancing their ability to
hold governments accountable and make
better political, social and economic deci
sions.”
According to federal data pre
sented in this new white paper, rev
enue collected by state and local
governments totaled $1.8 trillion1 or
20% of the 2002 U.S. gross domestic
product, while state and local governments
account for 12% of total U.S. employment.2
“The standards that guide financial
reporting for state and local governments
reflect the unique environment of govern
ment, including different organizational
purposes and special legal powers,” said
Robert Attmore, GASB chairman. “They
also effectively address public accountabil
ity issues inherently related to the unique
aspects of the government environment.”
The white paper is available on the
GASB Web site.

GASB update

www.gasb.org
1 2002 Census of Governments.
2 Bureau of Labor Statistics of the U.S. Department
of Labor for 2002.

degree from Milano, The New School for Management and Urban
Policy, and a Doctorate from New York University.
Richard C. Tracy

Tracy joined the GASB July 1, 1999. He retired in 2005 as director
of audits for the city of Portland, Ore. He previously served as an
audit manager with the California State Auditor’s Office. Tracy is
also a past chairman of the U.S. Comptroller General’s Advisory
Council on Governmental Auditing Standards. He formerly served
on the GASB’s Task Force on Service Efforts and
Accomplishments and the Government Finance Officer
Association’s CAAFR Committee. He holds Bachelor’s degrees
from Arizona State University and the American Graduate School
of International Management and a Master’s degree from Golden
Gate University.

Published for AICPA members in government. Opinions expressed in this CPA Letter supplement do not necessarily reflect policy of the AICPA.
Ellen J. Goldstein, CPA Letter editor
703/281-2037; e-mail: jmoraglio@yahoo.com
212/596-6112; egoldstein@aicpa.org

Joseph F. Moraglio, supplement editor
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FAF Announces Appointments
of New Members to GASAC
Robert J. DeSantis, president and chief
operating officer of the Financial
Accounting Foundation, announced that the
FAF Trustees have approved four appoint
ments to the Governmental Accounting
Standards Advisory Council.
The new GASAC appointments are G.
Robert Smith Jr., associate professor of
accounting at Middle Tennessee State
University; Eric Lupher, director of local
affairs for the Citizens Research Council of

Michigan; Thomas Lee, executive director
of the State Retirement and Pension System
of Maryland; and Susan M. Menditto,
director of accounting policy for the
National Association of College and
University Business Officers.
GASAC’s 29 members are primarily
appointed based on nominations from
GASB constituent groups and are broadly
representative of the preparers, auditors and
users of state and local government finan
cial information. The GASAC has an inte
gral role in the process of improving stan
dards of financial accounting and reporting

0MB Launches New Lines of
Business Initiatives
The Office of Management and Budget has
announced the launch of a government-wide
analysis of three new lines of business initiatives
to identify opportunities to reduce the cost of government and
improve services to citizens through business performance
improvements.
According to 0MB, analysis of the fiscal year 2007 budget
shows significant opportunities for improvement in sharing com
mon information technology infrastructure, geospatial data and
capabilities, and budgeting processes and functions across govern
ment. For example, based on industry benchmarks and analysis of
agencies’ 2007 fiscal year information technology budget submis
sions, the federal government could potentially save between 16%
and 27% annually on its IT infrastructure budget (between $18 bil
lion and $29 billion) over 10 years by taking a more coordinated
approach to spending on commodity IT infrastructure.

Achieving Green in Federal Real
Property Asset Management
The Office of Management and Budget has
issued a reference guide on meeting the
green standards of success for the federal
real property asset management initiative

“We are pursuing a number of government-wide opportunities
to improve the effectiveness and efficiency of our IT investments,”
said OMB Deputy Director for Management Clay Johnson. “I
know the teams looking at these three new areas will do a great job
of clarifying the opportunities and the steps that need to be taken to
realize them.”
The three new lines of business are:
• IT infrastructure optimization.
• Geospatial.
• Budget formulation and execution.
The goal of the lines-of-business approach is to identify oppor
tunities to reduce the cost of government and improve services
through business performance improvements. The three new lines
of business will join six existing lines: financial management,
human resources, grants management, case management, federal
health architecture and IT security, OMB said.
For more information, contact OMB Communications.

202/395-7254

under the president’s management agenda.
According to OMB, the document is
designed to help agencies understand the
green standards of success, to prepare for
discussions with the OMB and to demon
strate and discuss how the criteria are being

Improving Accuracy and Integrity of Federal
Payments
According to the Office of Management and Budget, dur
ing fiscal year 2005, the federal government made substan
tial progress in meeting the president’s goal to eliminate
improper payments. Most significantly, the government-wide
improper payment total reported last year decreased from $45.1
billion to $37.3 billion, a reduction of approximately $7.8 billion
(or 17%). With this result, the federal government exceeded its
FY 2005 strategic goal for improper payment eliminations by $5
billion, OMB added.
OMB said that much of the success can be attributed to the
president’s management agenda initiative to eliminate improper

of state and local government entities. The
GASAC members provide input and advice
to the GASB, including constituent views
regarding technical issues on the GASB’s
agenda, according to the FAF.
“We are delighted with the appoint
ments of G. Robert Smith, Eric Lupher,
Thomas Lee and Susan Menditto,” said
Keith Johnson, GASAC chairman. “Each of
these appointments combines deep experi
ence with a unique constituent perspective
that enables us to advise and support the
GASB as they tackle the critical issues in
governmental accounting today.”

met. OMB will work with each agency to
incorporate its unique benchmarks and
requirements into its materials, OMB added.
To read the entire document, visit:
www.whitehouse.gov/omb/financiaF
fia/achieving_green_feb_2006.pdf

payments, which provided an effective accountability frame
work for ensuring that federal agencies initiate all necessary
financial management improvements and corrective actions
to ensure payment accuracy. Among the improvements noted
by OMB were:
1. The Department of Health and Human Services dramatically
improved its stewardship of Medicare funds by taking aggressive
steps to ensure that the necessary documentation was in place to
support payment claims. As a result, Medicare’s reported improper
payments decreased by more than $9 billion or 44%.
2. The Department of Agriculture stepped up efforts to reduce
improper payments in the food stamp program by simplifying pro
gram administration and working with states to ensure that more
quality control checks are in place. As a result, USDA reported an
continued on page E4
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continuedfrom page E3—Federal Payments
error rate of less than 6% in the food stamp program, the lowest
error rate in the program’s history.
3. The Department of Labor continued to expand its data
matching program for the unemployment insurance program,
ensuring that individuals who have returned to work do not con
tinue to receive benefits they are no longer eligible to receive. As a
result, DOL reduced improper UI payments by approximately $600
million in FY 2005. This represents a greater than 15% decrease in
the error rate for this program since last year’s reporting.

GAO Offers Private-Sector
Executives a Chance to
Experience Government

4. The Department of Housing and Urban Development con
tinued to expand and strengthen its income verification program for
the public housing/rental assistance program. As a result, HUD has
reduced improper payments in this program by more than $1.8 bil
lion since 2000, with an additional $200 million in reductions
reported in FY 2005.
To read the entire report, visit:
www.whitehouse.gov/omb/financial/fia/improv_accuracy_
fed_payments.pdf

S

ranging from three months to one
year.
Executive exchange has two
benefits, the GAO said. First, it
allows the GAO to partner with
accounting firms, think tanks, invest
ment banks, information technology firms,
consulting groups and other organizations
to develop solutions to current and emerg
ing issues. Second, it provides private-sec
tor employees a true hands-on experience
in the public sector.
“Given the daunting challenges fac
ing our nation in the years ahead, there’s
never been a greater need for innovative
ideas in government. Private-sector pro
fessionals can bring a fresh perspective to

news
The Government Accountability briefs
Office is launching a new executive
exchange program that offers private-sec
tor employees a unique opportunity to
work on high-profile projects to help
transform how GAO and the federal gov
ernment do business. Beginning Jan. 1, up
to 30 executives and mid-level employees
with backgrounds in accounting, auditing,
finance, information technology, econom
ics, law and other specialties, as well as
general managerial skills, will be detailed
to the GAO to consult on assignments

IFAC’s Issues Paper on U.S. Transition
to Accrual Accounting

The Road to Accrual Accounting in the United States ofAmerica.
“Adoption of accrual-based accounting by public sector enti
ties increases the accountability and transparency of their financial
reports and provides better information for planning and manage
ment purposes. This paper provides valuable insights for jurisdic
tions currently in the process of migration from the cash basis to the

Congress has enacted a number of new
bond measures over the past year and has
authorized the issuance of new types of

www.gao.gov
For additional inquiries, contact Jesse
Hoskins.

202/512-4583

hoskinsj@gao.gov

accrual basis or those considering adoption of the
accrual basis,” said IPSASB Chairman Philippe
Adhémar.
The paper was prepared by David Bean, director
of research and technical activities at the
Governmental Accounting Standards Board and tech
nical adviser to the U.S. member on the IPSASB and staff at the
GASB.

FAC
update

The International Public Sector Accounting Standards
Board of the International Federation of Accountants
has released an information paper on the experiences
of the United States in its transition to accrual accounting, entitled

109th Congress Passes New
Bond Measures

the table. GAO’s executive exchange pro
gram is a chance for these individuals to
exchange knowledge and contribute to
their country and its future,” said
Comptroller General David M. Walker,
head of the GAO.
More information on the program and
nomination and application processes is
available on GAO’s Web site at:

The Road to Accrual Accounting in the United States of
America can be downloaded free-of-charge from the IFAC online
bookstore.
www.ifac.org/store

tax exempt bonds and tax credit bonds.
The Internal Revenue Service is actively
working to issue implementing guidance
for the Energy Tax Policy Act of 2005,
SAFETEA-LU and the Gulf Opportunity
Zone Act of 2005. Visit the IRS Web site

Write CPA letter Articles, Receive CPE Credit
The CPA Letter government supplement encourages readers to
share information and experiences through bylined articles on
subjects of interest to your fellow CPAs in government. If the
topic fits our editorial calendar and your article is featured, you
may claim continuing professional education credits for the time

Recent Legislation of Interest to the Bond
Community to get the latest information
about new legislation and implementing
guidance.
www.irs.gov/taxexemptbond/
content/0„id=l 55662,00.html

you spent preparing the article (in accordance with the Joint
AICPA/NASBA Statement on Standards for Continuing
Professional Education, revised as of Jan. 1,2002). The first step
is to submit article topics for approval to:
jmoraglio@yahoo.com

